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Department of the Interior, 
Washington, December 5, 1892. 

Sir: I have the honor to transmit herewith, for the information of 
the Senate, a copy of the report of the Government directors of the 
Union Pacific Railway Company for the year 1892. 

Very respectfully, 
John W. Noble, 

Secretary. 
The President of the Senate. 

Hon. John W. Noble, 
Secretary of the Interior: 

Sir: The directors of the Union Pacific Railway appointed by the 
Government beg leave to submit their report. 

All things considered the condition of the property of the railway 
and system is in the highest degree satisfactory. 

In view of the general financial condition of the company, its business 
has been conducted with the strictest economy, and its expenses, even 
on an increased volume of business, very largely reduced; but notwith¬ 
standing this reduction, we have reason to believe that the physical 
condition of the road and equipment have been fully maintained and 
even improved. The regularity of trains and prompt dispatch of all 
business without delay are to be especially remarked. 

Since our last annual report a complete and careful daylight exam¬ 
ination of the entire system has been made by two of our number f one 
in the late autumn of the last and the other in the summer of the pres¬ 
ent year. From these inspections we are enabled to say that its physi¬ 
cal condition is very satisfactory, and that its trackage, motive power, 
rolling stock, and manufacturing and repair shops are in excellent form 
and order and quite adequate to the requirements of its traffic. 
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During 1891 and 1892 muck, expenditure has been made in tke bet¬ 
terment of tracks, by large renewal of ties and substantial ballasting, 
lengthening out of curvatures, removal of light and replacement of 
heavier rails on grades and curves, and addition of new, and the length¬ 
ening of old side tracks. 

We think it proper to mention these matters with particularity and 
emphasis, in order to correct any impression which may exist, that neg¬ 
lect and impairment has been allowed, to the end that larger net earn¬ 
ings might be created. 

We deem it also proper to commend the wise action of the board of 
directors in the recent establishing of the office of the president of the 
company on the line of its road, thereby bringing the supreme and con¬ 
trolling head of the company in direct contact with its patrons and 
employes, enabling a readier* and more intimate knowledge of their 
wants and interests, a more thorough acquaintance with its operating 
and commercial business, and obviating the delays and vexations here¬ 
tofore felt by the necessity of referring questions of importance to ship¬ 
pers, and often of much consequence to the road itself, to Ihe former 
headquarters at Boston and New York. * 

The effect of these improvements and changes are manifest in the 
less obstructed and more safe and prompt handling of the traffic of the 
road, while the enlarged business, and increasing net earnings must 
result in giving assurance of the ultimate ability of the company to 
discharge all its obligations. 

The general business of the company both in gross and net has im¬ 
proved. From local causes, operative in the Northwest, the Oregon 
lines have suffered a considerable loss in earnings, but the large and 
general improvement upon all the other portions of the system has 
more than compensated for it, and promise a very gratifying increase 
of earnings for the whole system for the current year. 

No additional road has been constructed, and the roads under con- 
construction two years ago in Oregon and IJtah, upon which several 
millions of dollars have been expended, have been practically aban¬ 
doned. We can not but think that this has been unfortunate, as the 
roads were wisely projected and would have been of substantial value 
to the general system, not less than to the communities in which they 
were located. The recent decision of Mr. Justice Field affirming the 
right of the Northern Pacific Company to decline to haul the cars of 
the Union Pacific over its lines in Oregon and Washington, if sustained 
on final hearing, will make the completion of the Puget Sound road a 
necessity. 

Under the express covenants of the trust deed securing the collateral 
notes, no extensions have been made, no leases or guarantees of any 
kind have been assumed, no bonds issued, extended or indorsed upon 
any part of the system since September, 1891. While this provision 
necessarily puts a complete stop to all development of the property, 
however necessary or desirable, its wisdom under prevailing condi¬ 
tions must be admitted. 

For the Union Pacific Railway proper the earnings and expenses 
for the six months ending June 30, 1892, have been as follows: 

-4- 

1891. 1892. Increase, +; 
decrease, —. 

$8, 637, 060 
5, 342,839 

$8,909, 333 
5,184,465 

-f $272,272 
— 158,374 

3, 294,220 3, 724,867 + 430,647 



UNION PACIFIC RAILWAY. 3 

For the entire system for the same period: 

1891. 1892. Increase, +; 
decrease, —. 

$19,487,363 
13,653, 943 

$19, 978,273 
13,494, 504 

+$540, 909 
— 159,488 

5, 783, 420 6,487,768 + 700,348 

Unofficial and incomplete returns for the months of July and August 
indicate a continued gain in gross earnings, and an improvement on 
the Oregon lines, and it is probable that the net results for the year 
will show a substantial gain over the last. 

Referring to our report of last year, we have to say that the scheme 
adopted for the funding of the floating debt into three-year collateral 
notes was entirely successful in its immediate purpose of relieving the 
company for the time. For the present the company has no floating 
debt, and is amply able to meet its interest and sinking-fnnd charges 
from its earnings. But the early maturity of the collateral notes, the 
debt due the United States, and the first-mortgage bonds present a 
grave situation to be provided for in the near future. 

Notwithstanding the unanimous request of the board of directors, 
no Government director was placed upon the committee to administer 
the collateral note trust, and we are without original information as 
to its present condition. 

We are informed, however, that of the amouut of notes authorized, 
there was issued $18,530,000; that of the assets pledged with the 
trustees, sales have been made in the year which has elapsed to the 
amount of $349,000, which has been applied pro tanto to the purchase 
of notes, leaving a balance now outstanding of $18,181,000 having less 
than two years to run. 

That such a small amount only should have been retired in a year, 
certainly suggests that there must be some strong reason why the com¬ 
mittee have not accomplished more fully the purposes in view in the 
creation of the trust, which by its terms contemplated a liquidation of 
the notes as rapidly as may be and within the period. 

We think the fact may as well be stated, for it is a fact apparent to 
the slightest observation of the course of this trust, as well as of the 
conditions preceding it for a year or more, that no satisfactory negotia¬ 
tion of the assets, however valuable they may be, can be successfully 
conducted in the face of the uncertainties of the near future, growing 
out of the relations of the company to the Government. 

However ample the intrinsic value of the securities pledged, and they 
are far more than ample, investors are not disposed to purchase them 
in the face of possible complications of a serious nature, which may 
paralyze all effort, however able, conscientious, and disinterested, to 
administer the property. 

We therefore feel impelled to again urge that the present state of 
uncertainty in the relations of the Government and company should be 
brought to an end. It is disastrous to the security, to the company, 
and the general public. It checks all progress and development, so 
essential to the States through which it passes, and to its own healthy 
growth, and impairs the credit of the company by keeping before 
security-holders the possibility of a breaking up of the system. Unless 
some adjustment is made, we can see no probability of a sale of the 
securities now in pledge, except at prices far below their intrinsic value, 
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thus imparing the ability of the company to meet its obligations, or at 
least making them far more burdensome. 

Upon a fair and just arrangement for the extension of the debt due 
the Government, we see no reason why the amount can not be amply 
secured and finally paid in full, but the chances for securing this result 
are not improved through nonaction, or by allowing the credit of the 
company to be hopelessly broken or even seriously impaired. On the 
other hand, the sooner an agreement is reached, and all the resources 
of private capital invited and secured at low rates of interest to ex¬ 
tend, improve, strengthen, and develop the system, the more certainly 
will the Government be secured and the ability of the company to pay 
be firmly established. 

This subject has been referred to so often that it seems gratuitous to 
refer to it again, but at present it is the one vitally important consid¬ 
eration, and above all others, affecting the interests of the Government, 
the public, the company, and a large outside strictly private invest¬ 
ment interest, in Europe and America (over two hundred millions) in 
no way interested in the stock or associated with or represented in its 
management, the volume and character of which give its relation to the 
property, as affected by the action of the Government, the importance 
and gravity of a great public question. 

Geo. E. Leighton, 
Eufus B. Bullock, 
Joseph W. Paddock, 
John F. Plummer, 
Jesse Spalding, 

Directors. 
September 1,1892, 
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